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SECTION 1, - INTRODUCTORY SUMMARY 


This report is a sequel to and a check on the January appraisal of capital 
expenditures in 1949 published last February in the document "Private and Public 
Investment in Canada, Outlook 1949," 

The January appraisal of the probable level of capital expenditures on 
structures, machinery and equipment, was based on a combination of direct surveys 
and independent estimates, In the direct surveys, made in December, 1948, 18,000 
business establishments and institutions were canvassed, along with separate surveys 
of home builders and governments, Independent estimates were made for business 
groups not covered by the direct survey methods, These included agriculture, 
independent stores and parts of the commercial service and financial groups, 
Estimates based on direct surveys accounted for 85 per cent of the total amount of 
capital expenditures anticipated, Responses from 15,000 business establishments 
and institutions, together with returns from home builders and governments, provided 
for a 73 per cent coverage of estimated expenditures of the surveyed groups, 

The mid-year estimate of 1949 investment intentions follows the same 
method of direct surveys and independent estimates, The principal differences are 
that direct surveys have been limited to a selected sample of business enterprises 
and institutions, with the result that the independent estimates account for a 
greater proportion of the total. For example, at mid-year it is possible to es- 
timate federal and provincial government investment intentions from proposed bud- 
getary expenditures for the fiscal year. In the mid-year sample 1,800 business 
establishments and institutions were canvassed, Estimates based on these direct 
surveys accounted for 46 per cent of the total amount of capital expenditures 
anticipated for the year, Returns were received from 1,500 business establishments 
and institutions, and these represent 1 per cent of estimated expenditures of the 
surveyed groups, 

The results of the mid-year appraisal have been put in the same tabular 
form as in the first outlook document, Summary Tables 1 to 4 and Tables I to V 
of this report correspond to the Summary Tables 1 to 4 and Tables I to V of the 
earlier document, while Table VI corresponds to Table XXII, The main findings 
of the mid-year appraisal are summarized below. 

2. Total private and public investment estimated earlier in the year at 
$3.3 billion is now put at $3.4 billion, a 3% increase. Private investment is up 
4 per cent and public investment 2 per cent over the earlier estimates, The total 
capital expenditure program of business, institutions and governments in 1949 is 
likely to be, in dollar terms, 11 per cent higher than the $3 billion actually spent 


in 1948. <& part of this increase, perhaps some 6 per cent, will be due to in- 


ee 

creases of construction costs and the price of machinery and equipment, leaving 
about a 5 per cent increase in the actual volume of investment, 

LP The total investment program of $3.4 billion covers new investment 
only and does not include repair and maintenance expenditures, It is made up 
of construction expenditures of $2 billion and purchases of machinery and equipment 
amounting to some $1,4 billion, Compared with 1948, construction is up 14 per 
cent and machinery and equipment purchases are up & per cent. Compared with the 
first-of-the-year appraisel, the mid-year survey shows increases for construction 
and for machinery and equipment of 2 and 6 per cent respectively ( see Summary 
Table 1), Better deliveries of machinery and equipment are in part responsible 
for the upward revision of the latter item, 

he The 3 per cent increase in capital expenditures is fairly well dis- 
tributed throughout most major sections of the economy, Manufacturing, trade, 
finance and commercial services, housing and direct government show increases of 
from 2 to 5 per cent, and the primary and construction industries are up ll per 
cent. Utilities and institutions show insignificant declines (see Summary Table 
2). 

ie Housing expenditures are now put at $763 million, Allowing for the 
completion of close to 90,000 units in 1949, or about 10 per cent more than in the 
preceding year, this program tops the pre-war record by about 25,000 units and the 
post-war record so far achieved by about 9,000 units. The increase in capital 
expenditures forecast by the manufacturing industry is small in total (2.4 per cent). 
However, the variation between the Jamiary and June estimates for particular bran- 
ches of manufacturing is particularly noteworthy, Tobacco and tobacco products 
are down 55 per cent, while printing and publishing is increased 17 per cent, 
transportation equipment 21 per cent and non-ferrous metal products 50 per cent. 

or Regional information on investment intentions for 1948 is available 
for manufacturing, mining, forestry, selected utilities and housing (representing 
about 54 per cent of 1949 total capital expenditures), The mid-year appraisal 
of these groups indicates an over-all increase in capital investment over the 
Jamuary estimate of about 3 per cent and is above the 1948 figure by 6 per cent, 
All regions with the exception of the Maritimes are up over the previous forecast 
and over 1948, The Maritime provinces show a decrease of ll per cent from the 
earlier estimate, nearly all in residential construction, The mid-year figure 
for 1949 is 9 per cent below the 1948 outlay. 

In some measure the differences between the early-year and mid-year 

appraisal for particular groups may be due to differences in estimating technique 
since the former survey provided almost complete coverage for the above mentioned 


groups while the mid-year survey provides only a sample coverage. 


Te In addition to a 3 per cent increase in the capital expenditure 
program there is also a small increase in outlay for repair and maintenance of 
structures and machinery and equipment, At mid-year the latter type of ex=- 
penditures igs anticipated at #1,5 billion or some 2 per cent higher than was 
forecast 6 months ago ( see Summary Table 1), and 7 per cent more than the es- 
timated expenditures in 1948. 

Se Total capital,repair and maintenance expenditures are thus now 
placed at $4.9 billion, 3 per cent more than the $4275 billion estimated earlier 
in the year ( see Summary Table 1). This is about $450 million, or 10 per cent, 
more than the $4.45 billion estimated to have been spent in 1948, 

9, Although the results of the mid-year survey are in total not 
substantially different from those of last January, changes in the plans of in- 
dividual firms appear to be much more mumerous than indicated in any previous 
mid-year survey, with some firms spending more than they expected and others 
less. On the whole, demand for capital goods remains strong. Where reduction 
in expenditures has occurred, the main reason given has been deferment of projects 
because of high construction costs currently prevailing, 

wo), In the January appraisal it was stated that "on balance it seems 
reasonable to expect that actual investment during 1949 will achieve and may 
possibly exceed the $3.3 billion level anticipated in the survey of investment 
intentions," The result of the mid-year survey confirms this possibility. 

If these investment plans are realized, 1949 will be a record year 
of investment activity in Canada. Most of the increase of investment anticipated 
in the mid-year survey appears to be owing to greater availability of materials 
and labour and improved deliveries of machinery and equipment. While there 
seems to have nex little change in the total demand for capital goods, the 
changing pattern in the investment program of a decline in investment by manu- 
facturing being offset by increased investment in other fields, first noted in 
the January appraisal, is being confirmed by the mid-year check, Furthermore, 
with the most urgent post-war backlog of investment needs having been met, in- 
vestment decisions, particularly of the business sector, are becoming more sen- 
sitive to current economic development and prospects, This change in attitude 
towards investment is reflected in the larger number of upward and downward 
revisions of investment intentions over the past six-months period than has 
occurred in previous periods, The net effect of this is little change in 
aggregate, though variations of individual investment intentions were more 


significant, 


-i- 


The Dominion Bureau of Statistics co-operated in making this 
survey by circulating the questionnaires and assisting in the compilation 


of the data. 


Alex Skelton, 
Assistant Deputy Minister, 
Department of Trade & Commerce, 


June 30, 194°, 
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TABIE VI. - COVERAGE OF MID-YEAR SURVEY - 1949 


Type of Expenditure 


Agriculture, Fishing and Trapping - (Table 1) 
Forestry  ~ (Table I) 
Mining, Quarrying and Oil Wells - (Table x) 


Manufacturing - (Table II) 
Tood and Beverages 
Tobacco and Tobacco Products 
Rubber Products 
Leather Products 
Textile Products 
Clothing 
Wood Products 
Paper Products 
Printing, Publishing and Allied Industries 
Tron and Steel Products 
Transportation Equipment 
Non-Ferrous Metal Products 
Electrical Apparatus and Supplies 
Non-Metallic Mineral Products 
Products of Petroleum and Coal 
Chemical Products 
Miscellaneous 


Total - (Items 1 to 17) 


Per cent 
Coverage 1 


Independent Estimate 


Transportation, Storage and Communication -(Table III) 


Telephones 

Broadcasting 
Steam Railways and Telegraphs 
Electric Railways 

Air Transport 

Water Transport 

Motor Carriers 

Warehousing 

Grain Elevators 


Total - (Items 1 to 9) 


Central Electric Stations and Gas Works - (Table I) 


Construction Industry - (Table TI) 
Residential Housing - (Table I) 


Trade - (Table IV) 
Wholesale (Proper) 
Chain Stores 
Independent Stores 
Department Stores 
Automotive Trade 


Total - (Items 1, 2, 4, and >) 


Finance - (Table IV) 
Banks 
Insurance, Trust and Loan Companies 
Other Financial 


Total-(Items 1 and 2) 


TheS 
5.5 


Independent Estimate 


1426 

T92 
Independent Estimate 

60.6 

Deak 


58.6 


80.6 
3745 
Independent Estimate 
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TABIEZ VI. - COVERAGE OF MID-YEAR SURVSY - 1949 - Concluded 


Per ey 


Type of Expenditure 
Coverage 


Commercial Services - (Table V) 


Laundries and Dry Cleaners 10.5 

Theatres 60.0 

Jotels LO el 

Other Commercial Services Independent Estijmate 
Total -~ (Items 1 to 3) 236 


Tnstitutional Services - (Table V) 


Churches Independent Estimate 
Universities 66.5 
Schools Independent Estimate 
Hospitals 3503 

Total - (Items 2 and 4) 459 


Direct Government - (Table V) Independent Estimate 


Total - Groups Covered by Direct Survey 61.2 (3) 


Total - All Groups 26.162) 


Coverage is calculated by expressing the originally forecast capital 
expenditures of firms reporting in the mid-year survey as a percentage of 
total capital expenditures for each group as published in the original 
forecast. Totals apply only to groups covered by direct survey. 

This figure is the total capital expenditures as reported in the mid-year 
survey expressed as a percentage of total capital. expenditures for all 
groups whether surveyed directly or estimated independently. 

This figure represents reported expenditures of surveyed groups, Total 
estimated expenditures of surveyed groups including additional allowances 
for non-reporting establishments constitute 46 per cent of the grand total 
capital investment figure of $3.4 billion. 
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